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.  INTRODUCTION 


WHETHER  the  Roosevelt  Administra¬ 
tion  will  really  work  out  a  system  of 
planned  economy  may  depend  on  its  success 
in  handling  the  problem  of  sugar.  As  with 
wheat,  the  problem  of  sugar  is  essentially 
one  of  overproduction.  Although  undoubted¬ 
ly  accentuated  by  the  depression,  it  has 
grown  primarily  out  of  conditions  unrelated 
to  any  decrease  in  consumption.  Measures 
taken  by  many  countries  to  stimulate  domes¬ 
tic  production  of  sugar,  and  uncontrolled  ex¬ 
pansion  in  cane-sugar  countries  such  as  Java 
and  Cuba  brought  about  a  glut  on  the  sugar 
market  long  before  1929,  despite  a  normal 
increase  in  consumption.  Through  its  policy 
of  economic  nationalism,  the  United  States 
has  contributed  in  no  small  measure  to  the 
depression  in  the  world  sugar  industry.  Af¬ 
ter  successive  tariff  increases  in  1921,  1922 
and  1930,  production  in  the  last  twelve  years 
has  increased  140  per  cent  in  the  insular 
areas  within  our  tariff  wall,  and  about  30 
per  cent  in  the  continental  United  States.  In 
consequence,  Cuba  has  been  gradually  dis¬ 
placed  as  the  chief  supplier  of  the  American 
market,  its  share  dropping  from  an  average 
of  56.2  per  cent  during  1922-1926  to  28.2  per 
cent  in  1932.  Deprived  of  its  principal  mar¬ 
ket  in  increasing  measure,  Cuba  has  been 
forced  to  restrict  its  sugar  crop  drastically 
and  to  dump  a  large  share  of  its  production 
on  the  open  market,  thus  further  depressing 
world  sugar  prices.  Since  Cuba's  economy 
is  based  chiefly  on  sugar,  which  constitutes 
four-fifths  of  its  exports  to  the  United  States, 
much  economic  misery  has  been  caused  by 
the  enforced  curtailment  of  over  60  per  cent 
in  its  sugar  production  since  the  peak  year 
1924-1925. 

Efforts  to  secure  an  international  agree¬ 
ment  to  regulate  the  production  and  market¬ 
ing  of  sugar  were  early  undertaken  by  Cuba, 
and  in  1931  culminated  in  the  adoption  of 
the  Chadbourne  plan  by  the  chief  exporting 
countries.  This  agreement  has  had  only  lim¬ 
ited  success,  primarily  because  countries  out¬ 
side  it  have  continued  to  expand  production. 
Unless  the  United  States  adheres  to  the 
agreement  or  adopts  measures  in  harmony 


with  it,  the  continuation  and  success  of  this 
experiment  in  international  planning  will  be 
imperiled. 

The  Administration  has  approached  the 
sugar  question  from  two  angles.  The 
Agricultural  Adjustment  Administration 
attempted  to  persuade  the  domestic,  in¬ 
sular,  and  Cuban  producers  and  re¬ 
finers  to  enter  into  a  voluntary  agree¬ 
ment  dividing  the  American  market  among 
them.  The  resulting  marketing  plan, 
drawn  in  the  interest  of  domestic  producers, 
did  not  meet  with  the  approval  of  all  inter¬ 
ested  parties  and,  if  adopted,  threatened  to 
perpetuate  the  present  maladjustment  at  the 
expense  of  Cuba.  A  new  sugar  proposal  was 
then  drawn  up  by  the  Administration,  but 
up  to  the  time  of  going  to  press  had  not  been 
published.  At  the  same  time  the  State  De¬ 
partment  has  been  carrying  on  negotiations 
for  the  modification  of  the  Cuban  Reciprocity 
Treaty  of  1903,  in  order  to  provide  a  larger 
market  for  Cuba’s  staples  in  return  for  con¬ 
cessions  to  American  trade. 

In  framing  its  measures  the  government 
must  weigh  carefully  the  equities  of  the 
American  consumers,  as  well  as  those  of  the 
producers  and  refiners  on  the  continent,  in 
our  insular  possessions,  and  in  Cuba.  The 
equities  of  the  consumers  would  seem  to  be 
important,  for  American  farmers,  despite 
the  protection  afforded  by  the  tariff,  have 
never  produced  much  more  than  20  per  cent^ 
of  the  requirements  of  the  continental  United 
States.  Dependent  for  most  of  their  supply 
on  distant  insular  possessions  and  on  near-by 
Cuba,  the  American  people  are  interested 
chiefly  in  securing  sugar  at  reasonable  prices 
and  from  a  source  dependable  and  adequate 
even  in  times  of  emergency.  The  equities  of 
Cuban  producers  are  entitled  to  considera¬ 
tion  inasmuch  as  the  United  States,  through 
the  Platt  Amendment,  has  incurred  a  large 
measure  of  responsibility  for  the 
tenance  of  political  and  economic  stability  in 
Cuba.  It  is  generally  recognized  that  perma- 

1.  In  1932.  however.  It  was  23.7  per  cent,  wrhlle  in  1933  it  Is 
likely  to  be  27.6  per  cent. 
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nent  political  peace  in  Cuba  is  impossible  un¬ 
less  the  underlying  economic  distress  and  un¬ 
employment  is  relieved ;  this  in  turn  necessi¬ 
tates  the  restoration  of  the  American  sugar 
market  to  Cuba.*  The  American  people  are 
also  economically  interested  in  restoring 
Cuba's  purchasing  power,  for  Cuba  has  long 
been  one  of  our  largest  Latin-American  mar¬ 
kets.  The  Administration  will  also  have  to 


pass  on  the  demands  of  domestic  sugar  re¬ 
finers  for  the  restriction  or  virtual  prohibi¬ 
tion  of  imports  of  refined  sugar.  Until  1925 
all  Cuban  sugar  consumed  in  the  United 
States  was  refined  in  American  refineries, 
but  since  that  time  an  increasing  proportion 
of  Cuban  exports  has  been  in  refined  form, 
so  that  in  1932  Cuba  supplied  7.7  per  cent 
of  the  American  market  for  refined  sugar. 


THE  PRE-WAR  SUGAR  PROBLEM 


The  problem  of  sugar  control  is  one  that 
has  occupied  the  attention  of  statesmen  in 
many  countries  almost  without  interruption 
for  more  than  seventy  years — practically 
ever  since  sugar  became  a  household  neces¬ 
sity.  Its  history  is  in  essence  a  conflict  be¬ 
tween  purely  national  attempts  at  solution 
and  internatiOii'illy  coordinated  plans  to  deal 
with  the  marketing  of  this  staple.  Part  of 
the  conflict  is  the  struggle  for  supremacy  be¬ 
tween  cane  and  beet  sugar.  Tropical  and 
semi-tropical  countries,  such  as  Cuba  and 
Java,  naturally  adapted  to  the  growing  of 
cane,  have  been  able  to  produce  sugar  at  a 
lower  cost  than  countries  in  the  temperate 
zone — ^the  natural  home  of  the  sugar  beet. 
Aided  by  lower  labor  costs,  large-scale  meth¬ 
ods  of  cultivation  and,  above  all,  by  a  yield 
per  acre  which  averages  about  100  per  cent 
higher  than  beet  sugar,^  cane  sugar  began 
to  offer  increasing  competition  to  beet  sugar 
in  the  closing  decades  of  the  19th  century. 
Beet  sugar  countries,  however,  were  for  the 
most  part  unwilling  to  avail  themselves  of 
the  cheaper  cane  sugar.  From  political  con¬ 
siderations  they  wished  to  insure  a  domestic 
supply  of  sugar;  from  economic  considera¬ 
tions  they  deemed  the  growing  of  sugar  beets 
an  essential  part  of  their  agricultural  econ¬ 
omy.  The  clean  fields  and  improvement  of 
the  soil  resulting  from  the  intensive  methods 
of  cultivation  employed  in  the  growing  of 
beets,  the  by-products  such  as  beet  pulp, 
leaves  and  molasses,  useful  in  the  raising  of 
livestock,  and  finally  the  high  rate  of  em¬ 
ployment  in  the  beet  fields*  were  all  held  out 
as  advantages  entitling  the  beet-sugar  indus¬ 
try  to  governmental  protection. 

It  is  therefore  not  surprising  that  from 
the  very  time  beet-growing  became  econom¬ 
ically  feasible — early  in  the  19th  century — 
production  was  fostered  by  means  of  boun¬ 
ties  and  tariffs,  and  that,  when  it  exceeded 
domestic  consumption,  exports  were  stimu- 

S.  "Cuba  Ousts  Machado,”  Foreicm  Policy  Bulletin,  Au- 
mst  18,  1933. 

4.  Leagrue  of  Nations.  Economic  and  Financial  Section,  Sugar, 
Memoranda  Prepared  for  the  Economic  Committee  by  Dr.  H.  C. 
Pnnsen  Oeerliga,  Ifcsars.  F.  O.  lAcht  and  Dr.  Cwtav  ilikusch 
(Geneva,  1929).  C.148.M.57..  1929.11.,  p.  24;  also  Llppert  S. 
Ellis,  The  Tariff  on  Sugar  (The  Rawleigh  Foundation,  1933), 
P-  27-8.  31-3. 

O-  Lioht  estimates  that  in  terms  of  men's  work-years 
the  number  of  hands  employed  in  intensive  farming  on  good 
wl  is  7.5  per  25  hectares  when  beets  constitute  30  per  cent  of 
^e  crop,  as  against  3  when  no  beets  are  grown.  T>‘ague  of 
Nations.  Sugar,  Memoranda,  cited,  p.  25. 


lated  in  the  same  way.  In  many  European 
countries  cartels  were  formed  with  the  ob¬ 
ject  of  keeping  the  price  high  within  the  tar¬ 
iff  wall  and  dumping  the  surplus  at  low 
prices  on  the  world  market.  Yet  in  the  end 
these  methods  defeated  themselves ;  over¬ 
production  resulted,  governments  competed 
in  the  granting  of  bounties  so  that  the  bur¬ 
den  on  national  exchequers  became  increas¬ 
ingly  unbearable,  and  the  advantages  of 
dumping  surplus  production  were  offset  in 
time  by  countervailing  duties.  The  preva¬ 
lence  of  these  conditions  in  Europe  led  to 
early  efforts  to  curb  nationalistic  sugar  poli¬ 
cies,®  culminating  finally  in  the  conclusion 
of  the  International  Sugar  Convention  in 
1902.'' 

THE  SUGAR  CONVENTION  OF  1902 

This  convention,  to  which  practically  all 
European  countries  ?.(^hered,*  abolished  all 
direct  and  indirect  premiums  on  the  produc¬ 
tion  and  exportation  of  sugar  and  provided 
that  no  new  ones  were  to  be  granted.  The 
parties  were  pledged  to  impose  countervail¬ 
ing  duties  on  bounty-fed  sugar.  To  prevent 
the  formation  of  cartels  for  the  dumping  of 
sugar  abroad,  the  net  tariff  protection  to  be 
accorded  the  domestic  sugar  industry  was 
limited.  A  permanent  international  sugar 
commission  was  created  to  supervise  the  ex¬ 
ecution  of  the  agreement  and  in  particular  to 
ascertain  whether  countries  were  granting 
bounties.® 

The  convention  remained  practically  ef¬ 
fective  until  the  beginning  of  the  World  War, 
and  was  not  legally  terminated  until  1920. 
Although  weakened  in  1908  by  Great  Brit¬ 
ain’s  withdrawal  from  the  obligation  to  im¬ 
pose  countervailing  duties,  it  conferred  sub- 


6.  As  early  as  1864  France.  Great  Britain,  Belgium  an  i  the 
Netherlands  made  a  rather  ineffective  attempt  througi  the 
Paris  Sugar  Convention  to  limit  the  practice  of  giving  export 
bounties,  and  in  the  remaining  years  of  the  century  no  le.ss 
than  seven  International  conferences  were  held  to  deal  with 
this  subject.  Cf.  Dr.  Gustav  Mikusch,  Geachichte  der  intema- 
tionalen  Zuckerkonventionen  (Berlin,  Paul  Parey.  1932),  p. 
16-6,  82-5. 

7.  Ibid.,  p.  16-22,  86-92. 

8.  Germany,  Austria-Hungary,  Belgium,  France.  Great  Brit¬ 
ain,  Italy,  the  Netherlands,  Sweden  and  Norway  were  the 
original  contracting  states;  Luxemburg.  Peru  and  Switzerland 
adhered  subsequently,  and  Russia  was  admitted  under  special 
conditions  in  the  Protocol  of  December  19.  1907. 

9.  For  an  analysis  of  the  terms  of  the  convention,  cf.  Mi¬ 
kusch,  Oeschichte  der  internal iunalcn  Zuckerkonventionen,  cited, 
p.  23-30. 
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stantial  benefits  on  all  concerned.  Not  only  as  the  United  States  continued  to  subsidize 

did  it  abolish  the  premium  plague,  to  the  their  sugar  production  without  any  restric- 

great  relief  of  national  treasuries,^®  but  it  tion.  Although  the  convention  equalized  the 

freed  the  world  price  from  the  artificial  competitive  conditions  for  cane  and  beet 

pressure  resulting  from  the  dumping  of  sugar,  the  latter  did  not  suffer  as  much  in 

bounty-fed  sugar  and  increased  consumption  consequence  as  had  been  feared,  the  share  of 

due  to  the  decrease  in  tariff  rates.  To  a  cer-  beet  sugar  in  world  production  falling  only 

tain  extent  these  advantages  were  offset  by  from  50  per  cent  to  45  per  cent  in  the  period 

the  fact  that  extra-European  countries  such  from  1901-1902  to  1913-1914.“ 

POST-WAR  OVERPRODUCTION  OF  SUGAR 


The  almost  unnoticed  termination  of  the 
International  Sugar  Convention  in  1920  was 
in  itself  a  sign  that  an  attempt  to  restrain 
the  forces  of  economic  nationalism  emerging 
triumphant  from  the  war  would  be  futile. 
Production  of  beet  sugar  in  Europe  had 
fallen  off  from  an  annual  average  of  about 
8,000,000  tons“  during  the  period  1911-1915 
to  2,916,862  tons  in  the  :rop  year  1919-1920. 
Since  many  countries  had  suffered  a  sugar 
famine,  it  was  not  surprising  that  most  of 
them  strove  by  means  of  increased  tariffs, 
private  and  government-fostered  cartels,  and 
direct  bounties  to  bring  their  production  back 
to  pre-war  volume,  and  that  several,  not 
previously  producers,  sought  to  develop  a 
domestic  source  of  supply.  Even  Great  Brit¬ 
ain,  by  the  Sugar  Act  of  1925,  granted  a 
substantial  subsidy  to  its  beet  growers  for  a 
period  of  ten  years,“  so  that  production 
mounted  from  65,018  tons  in  1925-1926  to 
no  less  than  533,368  tons  in  1930-1931.“ 
The  subsidies  cost  the  Exchequer  almost 
£30,000,000  from  1924-1925  to  1930-1931.“ 
The  net  result  of  these  protective  measures 
was  that  European  production  more  t^ian  re- 

10.  In  1901-1902  direct  sugar  premiums  In  Germany  amounted 
to  40.7  and  In  Austria  to  16.3  million  marks.  In  Prance  direct 
and  indirect  bounties  totalled  88.2  million,  in  Holland  4.1  mil¬ 
lion,  and  in  Belgium  about  4.9  million  marks.  Ibid.,  p.  30. 

11.  Dr.  Mikusch  holds  that  the  severer  competition  of  cane 
sugar  stimulated  beet  growers  to  use  the  best  agricultural  tech¬ 
nique,  and  beet  factories  to  Improve  their  methods  of  refining 
and  marketing.  Ibid.,  p.  31. 

12.  Except  where  otherwise  noted,  short  tons  of  2,000  pounds 
are  used  throughout  this  report.  Similarly,  statistics  are 
taken  generally  from  U.  S.  Tariff  Commission,  Statistics  on 
Sugar,  May  1933. 

13.  Report  on  the  Sugar  Beet  Industry  at  Home  and  Abroad 
(H.  M.  Stationery  Office,  1931)  ;  also  comments  thereon.  Tike 
Economist  (Bondon),  July  4,  1931,  p.  7-8.  The  subsidy  amount¬ 
ed  for  the  first  four  years  to  19s.  6d.  per  hundredwe'ght,  for 
the  n'^xt  three  years  to  13s.,  and  for  the  last  three  to  63.  6d. 
For  the  first  four  years  the  subsidy  was  coupled  with  a  guaran¬ 
tee  of  a  minimum  price  of  44s.  per  ton  of  beets  rating  a  sugar 
content  of  15Vi  per  cent. 

14.  International  Sugar  Council.  Memorandum  on  the  Aims 
and  Proi'islons  of  the  International  Sugar  Agreement  of  9th 
May,  J9St,  March  6.  1933,  p.  17.  Since  1930-1931  production 
has  decreased  somewhat,  the  latest  estimate  for  the  1932-1933 
crop  amounting  to  403,000  tons. 

16.  One  writer  estimates  that  the  government  would  have 
expended  less  money  had  it  furnished  Cuban  sugar  gratis  to 
every  English  consumer.  Cf.  Pierre  Prederix,  “Les  Accords  In- 
ternatlonanx  de  Production,"  L’Europe  NouvcUe,  August  6, 
1933,  p.  747. 

On  July  27,  1933  Major  Elliot,  Minister  lor  Agriculture,  an¬ 
nounced  in  the  House  of  Commons  that  the  government  had  de¬ 
cided,  as  a  temporary  measure  pending  a  full  Investigation  of 
the  sugar  Industry,  to  introduce  at  the  next  session  of  Par¬ 
liament  legislation  continuing  the  subsidy  policy  for  one  year 
after  September  30,  1934,  when  the  present  Act  expires.  The 
subsidy  would  be  the  same  as  that  paid  in  the  last  year  of  the 
existing  Act.  Cf.  The  Times  (London),  July  28,  1933. 


gained  its  pre-war  volume,  attaining  a  record 
amount  of  11,809,652  tons  in  1930-1931. 

Outside  Europe,  areas  which  formerly 
produced  but  little  sugar  expanded  their  pro¬ 
duction  enormously.  In  Australia,  for  ex¬ 
ample,  the  importation  of  sugar  was  wholly 
prohibited  and  the  domestic  price  was  fixed 
high  enough  so  that  the  surplus  could  be  ex¬ 
ported  at  the  world  price.^®  Production  rose 
from  167,401  long  tons  in  1920  to  601,900 
tons  in  1931,  and  Australia  changed  during 
the  same  period  from  a  net  importing  coun¬ 
try  to  the  extent  of  96,521  long  tons  to  a  net 
exporting  country  to  the  amount  of  272,929 
tons.”  Similarly  in  South  Africa  the  appli¬ 
cation  of  artificial  stimulus  led  to  a  rise  in 
production  from  128,285  to  348,535  long 
tons,  of  which  50  per  cent  was  exported.” 

The  United  States  was  not  immune  from 
this  economic  nationalism.  The  tariff  rate 
on  Cuban  raw  sugar — ^the  only  effective  rate, 
since  Cuba  is  the  sole  forei^  supplier  of  the 
American  market — was  raised  from  1.0048 
cents  per  pound  to  1.6  cents  in  1921,  to 
1.7648  cents  in  1922,  and  finally  to  2  cents  in 
1930.  Although  enacted  primarily  to  help 
the  American  farmer,  the  sugar  tariff  re¬ 
dounded  chiefly  to  the  advantage  of  cane 
sugar  producers  in  Hawaii,  the  Philippines 
and  Puerto  Rico,  most  of  whom  were  able  to 
produce  sugar  more  cheaply  than  the  con¬ 
tinental  beet  and  cane  farmers.  As  the  ac¬ 
companying  tables  show,  the  domestic  pro¬ 
duction  of  beet  sugar  rose  slowly  and  the 
production  of  cane,  always  small,  actually 
decreased  owing  to  the  prevalence  of  disease 
and  unfavorable  climatic  conditions.  The 
insular  areas,  on  the  other  hand,  produced 
almost  one  and  a  half  times  as  much  in  1932 
as  in  the  years  before  the  war,  thus  largely 
displacing  Cuban  sugar  on  the  American 
market.  In  1932  American  overseas  posses- 

16.  International  Sugar  Council.  Memorandum,  cited,  p.  20. 
Average  prices  per  ton  of  raw  sugar  were  as  follows : 

year  Domestic  Price  Export  Price 
£  s.  d.  £  s.  d. 

1927  26  10  0  12  2  6 

1928  26  13  6  10  10  0 

1929  26  16  0  9  17  0 

1930  27  0  0  8  6  0 

1931  26  19  0  9  7  0  (Australian 

currency) 

17.  Ibid.,  p.  20. 

18.  Ibid.,  p.  21-22. 
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sions  supplied  no  less  than  47.7  per  cent  of 
the  market  as  compared  with  25.5  per  cent 
during  1912-1916  and  14.8  per  cent  during 


1897-1901,  whereas  the  Cuban  share  dropped 
to  28.2  per  cent  in  1932  as  compared  with 
50  per  cent  in  1912-1916. 


Table  I 

PRODUCTION  IN  THE  CHIEF  AREAS  SUPPLYING  THE  AMERICAN  MARKET 

{in  thousands  of  short  tons) 


U.  S.  Mainland 


Year  Cane 

Bett 

U.  S.  Possessions 

Cuba 

Produc-  Index  of 

Produc- 

Index  of 

Produc- 

Index  of 

Produc- 

Index  of 

tion  increase 

tion 

increase 

fwm 

increase 

tion 

increase 

1911-15  242 

100 

724 

100 

1259 

100 

2960 

100 

1921  169 

70 

1086 

150 

1347 

107 

4408 

149 

1922-26  202 

83.5 

917 

127 

1624 

129 

4856 

164 

1927-31  127 

52.5 

1049 

145 

2434 

193 

4808 

162 

1931  184 

76 

1205 

166 

2662 

211 

3497 

118 

1932  156 

64 

1148 

158.5 

3124 

248 

2915 

98.5 

i'J33  (est.)  259 

107 

1446 

200 

3131 

248 

2234 

75.5 

Source:  U.  S.  Tariff 

'  Commission.  Statistics  on  Sugar,  v 

).  7. 

Table  11 

CROP-SOURCES  OF 

SUGAR 

MARKETED  IN 

THE  UNITED  STATES 

(in  percentages) 

Crop-source 

1891-1901 

loit-nne 

1  1922-1010 

1921-19S1 

1939 

U.  S.  Mainland 

Cane  . 

11.1 

5.7 

5.1 

2.9 

2.3 

2.6 

Beet  . 

3.2 

17.5 

18.4 

16.5 

17.1 

21.1 

Total  . 

14.3 

23.2 

23.5 

19.4 

19.4 

23.7 

U.  S.  Possessions 

Hawaii  . 

12.0 

14.0 

12.4 

10.4 

12.9 

16.4 

Virgin  Islands.. 

♦ 

.2 

.1 

.1 

.1 

Puerto  Rico . 

2.1 

8.6 

9.0 

7.2 

9.8 

14.6 

Philippines  .... 

.7 

2.9 

2.3 

5.4 

10.3 

16.6 

Total  . 

14.8 

25.5 

23.9 

23.0 

33.1 

47.7 

Foreign 

Cuba  . 

16.7 

49.7 

48.6 

56.2 

47.0 

28.2 

Other  . 

53.5 

1.1 

3.4 

1.2 

.4 

.4 

Total  . 

70.1 

50.8 

52.0 

57.4 

47.4 

28.6 

Source;  U.  S.  Tariff  Commission.  Stntistica  on  Sugar,  p.  in.  ‘Reported  among  "Other  foreign”  prior  to  IDIV. 


The  effect  of  the  artificial  stimulus  im¬ 
parted  to  sugar  production  in  many  coun¬ 
tries  was  further  aggravated  by  a  great  ex¬ 
pansion  of  output  in  areas  naturally  adapted 
to  the  growing  of  cane  for  the  world  mar¬ 
ket.  The  decline  of  beet  growing  in  Europe 
during  the  war  was  more  than  offset  by  in¬ 
creased  production  of  cane  in  other  areas, 
and  after  the  war  this  expansion  continued, 
stimulated  in  part  by  the  high  price  of  sugar 
in  the  early  twenties,  and  in  part  by  improve¬ 
ments  in  the  variety  of  cane.“  Planters  in 
Java,  profiting  from  extremely  low  costs 
and  their  geographical  propinquity  to  the 
vast  Far  Eastern  market,^®  produced  an  an¬ 
nual  average  of  3,117,814  tons  during  1926- 
1931,  as  compared  with  only  1,501,110  tons 
in  the  1911-1916  period — an  increase  of  over 
100  per  cent.  In  Cuba  the  influx  of  Ameri- 

19.  As  an  example,  the  development  of  the  high-yfelding 
PO.J.  {Pasoeroean  Oost  Java)  canes  is  usually  cited.  Produc¬ 
tion  of  sugar  in  Java  increased  steadily  from  985  quintals  of 
cane  per  hectare  (yieldlrg  an  average  of  97.1  quintals  of  head- 
•URar)  in  1919.  to  1.319  quintals  of  cane  per  hectare  (yielding 
151.3  quintals  of  head-sugar)  in  1928.  Cf.  Ellis.  The  Tariff  on 
Sugar,  cited,  p.  32.  footnote  7. 

20.  Owing  to  their  geographical  situation.  Java  producers 
were  able,  through  their  cooperative  selling  agency  {Tereenigde 
Java  Suiker  Producenten) ,  to  maintain  relatively  high  prices  for 
meir  sugar  in  Par  Eastern  markets  and  to  sell  the  balance  of 
weir  crops  in  Europe  at  prices  lower  by  %  to  1%  gulden.  Cf. 
League  of  Nations.  Sugar.  Memoranda,  cited,  p.  45-6.  An  ex¬ 
haustive  analysis  of  the  Java  sugar  industry  and  its  marketing 
practices  is  contained  in  A.  de  Graaff.  Het  intemationale  Suiker- 
^^aakstuk  en  de  Java-Suikerindustrie  (J.  Muusses.  Purmerend. 


can  capital,  particularly  at  the  time  of  the 
sugar  boom  immediately  after  the  war,  con¬ 
tributed  to  an  enlarged  production,  which 
attained  a  record  crop  of  5,775,073  tons  in 
1928-1929,  more  than  two  and  a  half  million 
tons  greater  than  the  pre-war  crops.  Added 
to  the  expansion  in  the  older  cane-producing 
areas  was  that  in  newer  regions — such  as 
Santo  Domingo,  where  production  rose  from 
184,171  long  tons  in  1923  to  427,621  in  1932. 

The  following  table  indicates  the  upward 
swing  in  world  production  and  its  depressing 
effect  on  world  prices,  which  declined  at  one 
time  in  1932  to  an  all-time  low  of  0.57  cents 
per  pound.  From  1923  to  1931  a  net  surplus 
of  7,782,000  tons  of  sugar  was  produced.*^ 


WORLD  SUGAR  PRODUCTION  AND  PRICES 


Year 

Production 

(in  millions  of  short  tons) 

World  Price 
(Cuban  raw,  o  i  f  Kew 
York  ex  duty) 

1913 

20.33 

1922 

19.88 

2.977^ 

1923 

20.59 

5.240^ 

1929 

30.84 

2.001^ 

1930 

30.60 

1.499<f 

1931 

32.24 

1.329^ 

1932 

29.25 

0.925^ 

1933 

(estimate) 

27.14 

Source:  U.  S.  Tariff  Commisalon.  Statistics  on  Sugar,  p.  2; 
prices.  Anuex  IX.  International  Sugar  Council  Document  C.D. 
242.  Memorandum  on  the  Aims  and  Provisions  of  the  Interna¬ 
tional  Sugar  Agreement. 

21.  Mikusch.  Geschichte  dcr  intemationalen  Znekerkonven- 
tionen,  cited,  p.  41. 
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THE  CHADBOURNE  AGREEMENT 


These  conditions  gave  rise,  as  before  the 
war,  to  demands  for  international  action  to 
control  production  and  marketing.  At  the 
instance  of  the  Council  of  the  League  of  Na¬ 
tions,  the  League’s  Economic  Committee  took 
up  the  problem  in  1928.  Although  unable  to 
obtain  an  agreement  on  methods,  its  report 
forcibly  stressed  the  necessity  for  interna¬ 
tional  action: 

"The  subsidies,  the  bounties,  the  protective  and 
the  preferential  duties  or  geo^aphical  advan¬ 
tages  under  which  seven-eighths  of  the  world 
sugar  supply  is  produced  or  marketed  have  stim¬ 
ulated  local  production,  have  diverted  or  twisted 
the  channels  of  trade,  have  built  a  pyramid  of 
differential  prices,  but  collectively  they  have  done 
nothing  to  restrain  the  forces  which  are  adversely 
affecting  the  industry  as  a  whole.  Indeed,  it 
cannot  be  expected  that  unconcerted  national 
action  will  solve  a  problem  essentially  interna¬ 
tional  in  character.  On  the  contrary,  the  boun¬ 
ties  on  export,  the  high  protective  duties  which 
render  dumping  possible  have  directly  contrib¬ 
uted  to  the  surplus  supplies  which  are  unduly 
depressing  prices.”22 

The  initiative  toward  an  international 
agreement  was  taken  by  Cuba  which,  more 
than  any  other  country,  suffered  from  the 
disproportionate  increase  in  production  and 
the  nationalistic  policy  adopted  to  exclude  it 
from  its  chief  market.  Having  reduced  its 
own  crop  by  successive  decrees  to  5,407,000 
tons  in  1925-1926,  and  to  5,040,000  and 
4,480,000  tons  in  the  next  two  years,  it  dis¬ 
patched  Colonel  Tarafa  to  Europe  in  1927  to 
enlist  the  cooperation  of  European  and  Java¬ 
nese  producers  in  this  policy  of  restriction.^® 
Primarily  due  to  the  opposition  of  the  Java 
planters,  the  mission  failed®^  and,  in  conse¬ 
quence,  Cuba’s  own  restriction  program  was 
abandoned.  A  record  crop  was  produced  in 
1928-1929.  In  order  to  check  the  ensuing 
price  decline,  a  single  agency  was  established 
in  1929  for  the  sale  of  all  sugar  exports  to 
the  United  States.  Although  this  agency  was 
able  for  a  time  to  obtain  higher  prices  for 
Cuban  sugar,  its  operations  led  to  the  ac¬ 
cumulation  of  stocks  in  Cuba,  aroused  the 
antagonism  of  American  refiners,  and  threat¬ 
ened  to  stimulate  the  production  of  sugar 
within  the  American  tariff  wall ;  accordingly 
it  was  discontinued  in  1930,  after  function¬ 
ing  little  more  than  half  a  year.®® 

22.  L(>afrue  of  Nations,  Report  by  the  Economic  Committee, 
The  World  Sugar  Situation.  C. 303. M. 104.1929.11. 

23.  For  a  survey  of  Cuban  measures  of  restriction,  tf.  Myer 
Linsky,  Agricultural  Price-supporting  Measures  in  Latin- 
America,  Bulletin  of  the  Pan-American  Union,  July  1933,  p.  574- 
80 ;  also  Mikusch,  Oeschichte  der  intemationalcn  Zuckerkon- 
ventionen,  the  Appendix  of  which  contains  a  compendium  of  the 
Cuban  laws  and  decrees  applying  to  sugar. 

24.  Mikusch,  Oeschichte  der  intemationalcn  Zuckerkonven- 
tionen,  cited. 

26.  The  agency  operated  actually  from  September  1.  1929 
to  April  14,  1930.  By  eliminating  competition  among  Cuban 
exporters  it  enabled  them  to  secure  part  of  the  .4412  cents  per 
pound  preferential  which  Cuban  sugar  enjoyed  over  other  for¬ 
eign  sugar  in  the  American  market.  Cf.  Ellis,  The  Tariff  on 
Sugar,  cited,  p.  128,  174-5. 


The  demonstrable  inefiicacy  of  these  do¬ 
mestic  measures  gave  renewed  impetus  to 
efforts  toward  international  action.  Confer¬ 
ences  to  this  end  in  1929  again  yielded  no 
result.  In  1930,  under  the  leadership  of 
American  banks  which  had  become  heavily 
interested  in  Cuban  sugar  through  the  fail¬ 
ure  of  many  Cuban-American  sugar  com¬ 
panies,  efforts  were  redoubled.  Mr.  Thomas 
L.  Chadbourne,  a  prominent  New  York  at¬ 
torney,  was  designated  to  take  charge  of  ne¬ 
gotiations  for  a  world  plan  calling  for  the 
segregation  of  existing  surpluses  to  be  mar¬ 
keted  over  a  period  of  five  years,  and  the  lim¬ 
itation  of  production  so  that,  together  with 
the  segregated  sugar,  it  would  meet  current 
consumption.  The  Cuban  legislation  neces¬ 
sary  to  carry  out  such  an  agreement  was 
passed.®®  Negotiations  were  first  begun  with 
American  producers,  but  the  Gentlemen’s 
Agreement  reported  to  have  been  reached 
never  really  materialized.®®  Elsewhere  the 
Cubans  were  more  fortunate,  especially 
since  the  Java  planters,  who  for  the  first 
time  were  experiencing  real  difficulties  in 
marketing  their  sugar,  were  prepared  to  co¬ 
operate.  On  May  9,  1931  producers  of  the 
chief  European  sugar-exporting  countries, 
Java  and  Cuba  signed  at  Brussels  the  so- 
called  Chadbourne  agreement. 

This  agreement  has  a  duration  of  five 
years,  expiring  September  1,  1935.  In  order 
to  restore  the  balance  between  supply  and 
demand,  it  fixes  for  the  producers  in  each 
of  the  participating  countries  an  export 
quota  to  be  drawn  in  part  from  the  current 
crop,  in  part  from  segregated  surplus  stocks, 
so  that  in  five  years  the  entire  surplus  will 
be  eliminated.  Production  is  to  be  curtailed 
sufficiently  so  as  not  to  permit  the  accumula¬ 
tion  of  new  stocks.  To  forestall  too  great  a 
rise  in  prices  and  an  attendant  stimulation 
of  production  in  other  countries,  provision 

26.  The  Sugar  Stabilization  I.aw  of  November  16,  1930  au¬ 
thorized  a  bond  iasue  of  $42,000,000  to  enable  the  National 
Sugar  Exporting  Corporation,  established  by  the  law,  to  ac¬ 
quire  up  to  1,500,000  tons  of  sugar  from  existing  stocks  and 
from  the  1930-1931  crop.  The  corporation  was  directed  to  dis¬ 
pose  of  this  sugar  over  the  next  five  years,  and  no  sugar  was 
to  be  exported  without  a  license  issued  by  the  corporation.  The 
President  of  Cuba  was  empowered  for  the  next  five  years: 

1.  To  fix  the  total  amount  of  each  year’s  crop  If  same  should 
be  determined  by  some  international  agreement  or  if  66 
per  cent  of  the  mill-owners  producing  at  least  65  per  cent 
of  the  sugar  should  so  request; 

2.  To  fix  the  amount  of  sugar  to  be  exported  to  the  United 
States  annually  and  determine,  in  accordance  with  some 
future  international  agreement,  the  total  amount  of  each 
crop  to  be  exported  and  the  part  to  be  exported  to  coun¬ 
tries  other  than  the  United  States. 

For  the  text  of  this  law,  cf.  Oaceta  Oftoial,  Bdicldn  Ex- 
traordinaria,  November  16,  1930. 

27.  According  to  The  Economist  of  January  10,  1931  (p.  66), 
this  supposed  agreement  consisted  of  an  undertaking  by  Cuba 
to  limit  exports  to  the  United  States  to  2,800,000  tons  in  1931 
as  compared  with  an  average  of  3,166,000  tons  in  the  last  five 
years — in  return  for  a  pledge  by  American  Insular  and  con¬ 
tinental  producers  to  limit  their  output  to  the  1929-1930  level. 
The  Cuban  quota  was  to  increase  in  the  following  two  years 
by  an  amount  equivalent  to  the  rise  in  American  consumption, 
but  in  the  last  two  years  of  the  agreement — 1934  and  1935 
this  Increase  was  to  be  shared  with  the  American  producers. 
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is  made  for  progressive  increases  in  the  representatives  of  the  contracting  parties,  is 
quotas  as  soon  as  the  price,  f.o.b.  Cuba,  at-  charged  with  the  administration  of  the  plan 

tains  and  exceeds  2  cents  per  pound.^®  An  and  the  conduct  of  negotiations  for  the  ad- 

international  Sugar  Council,  composed  of  hesion  of  producers  in  other  countries.^® 


EXPORT  QUOTAS  UNDER  THE  CHADBOURNE  AGREEMENT 


Country  (thousands  of  tons,  raw  basis) 


Cuba*  (Jan.-Dee.) 

1st  yr. 

2nd  yr. 

Srd  yr. 

4th  yr. 

5th  yr. 

Export  quota  to  countries 

other  than  U.  S. 

1.  (irawn  from  current  crop  . 

396 

545 

595 

596 

695 

2.  drawn  from  segregated  surplus 

260 

260 

260 

260 

260 

3.  total  . 

655 

805 

856 

855 

855 

Exports  to  U.  S . 

2577 

2800 

2800 

2800 

2800 

Total  exports  . 

3232 

3605 

3666 

3655 

3655 

Java**  (Apfil-March) 

Export  quota 

1.  drawn  from  current  crop  . 

2200 

2300 

2400 

2500 

2600 

2.  drawn  from  segregated  surplus 

100 

100 

100 

100 

100 

3.  total  . 

2300 

2400 

2500 

2600 

2700 

Europe** 

Czechoslovakia  (Oct.-Sept.)  .  570.817  570.817  570.817  670.817  570.817 

Germany  ( Sept.- August)  f  .  500  350  300  300  300 

Poland  (Sept.-August)  .  308.812  308.812  308.812  308.812  308.812 


Hungary  (Sept.- August)  . 

84.100 

84.100 

84.100 

84.100 

84.100 

Belgium  (Sept. -August)  . 

30.275 

30.275 

30.275 

30.275 

30.275 

Yugoslavia  . 

12.500 

12.500 

12.600 

12.500 

12.500 

Total  .  1606.504  1356.504  1306.604  1306.504  1306.504 


Peru* .  360  373.500  373.600  373.500  373.500 

•Long  tons.  ••Metric  tons. 

tArt.  VI  provides  that  if  Germany  is  unable  to  export  its  quota  allotment  in  any  one  year,  this  deficit 
up  to  a  certain  amount  is  to  be  apportioned  according  to  a  fixed  ratio  between  Cfiba,  Czechoslovakia, 
Poland,  Hungary  and  Belgium. 

Source;  Ellis.  The  Tariff  on  Sugar,  p.  179. 


The  expectation  that  this  agreement  would 
resolve  the  crisis  in  the  sugar  industry  was 
not  realized.  The  price  of  raw  sugar  fell  to 
a  record  low  of  0.57  cents  in  June  1932.  For 
this  result  two  factors  were  primarily  re¬ 
sponsible  :  the  unanticipated  decrease  of 
world  sugar  consumption;  and  the  large  in¬ 
crease  in  production  in  certain  countries 
outside  the  agreement. 

When  the  Chadboume  plan  was  signed  the 
increase  in  consumption,  amounting  annu¬ 
ally  to  per  cent  from  the  end  of  the  war 
till  1928-1929,  had  already  been  halted,  but 
it  was  not  expected  that  there  would  be  a 
drop  of  one  million  tons  in  the  next  year. 
Annual  Consumptions^ 

(in  metric  tons,  raw  value) 

1928- 29  .  26,023,000 

1929- 30  .  26,111,672 

1930- 31  .  26,797,964 

1931- 32  .  24,586,462 

From  the  beginning,  the  greatest  potential 
danger  to  the  success  of  the  agreement  lay 
in  the  fact  that  the  participating  countries 
produced  only  44  per  cent  of  the  world’s 
sugar  crop  and  accounted  for  but  70  per  cent 

28.  Article  V.  The  text  of  the  agreement  may  be  found  in 
Annex  1  to  International  Sugar  Council  Document  C.D.  242, 
SemoranSam,  cited.  Quotas  are  automatically  increased  6  per 
cent  if  the  price  for  30  consecutive  market  days  reaches  2  cents, 
by  iVi  per  cent  (at  the  option  of  the  Sugar  Council)  when  it 
touches  2H  cents,  and  by  a  further  amount,  totalling  5  per  cent 
inclusive  of  the  second  increase,  when  the  price  rises  to  2*4 
cents. 

29.  Votes  on  the'  Council  are  distributed  as  follows;  Cuba 
35.  Java  30.  Czechoslovakia  8.  Germany  6.  Hungary  3,  Bel¬ 
gium  2.  Peru  subsequently  received  5.  and  Yugoslavia  1  vote. 
Francis  E.  Powell,  chairman  of  the  Anglo-American  Oil  Com¬ 
pany,  was  made  chairman  of  the  Council. 


of  the  sugar  entering  international  trade.®^ 
Strenuous  efforts  were  made  to  secure  the 
cooperation  of  other  sugar-producing  coun¬ 
tries,  but  only  Peru  and  Yugoslavia  could 
be  induced  to  adhere.  In  consequence,  the 
large  sacrifices  made  by  the  participating 
countries  in  cutting  their  production  by  al¬ 
most  one  half — nearly  six  million  metric  tons 
from  the  1929-1930  level — were  in  large 
part  offset  by  an  increase  of  over  two  million 
tons  in  the  production  of  others : 

World  Production®^ 

(in  metric  tons,  raw  value) 

Year  Parties  to  Agreement  Outsiders 

1929- 30  12,270,571  11,642,623 

1930- 31  11,427,645  12,661,802 

1931- 32  9,011,334  12,923,732 

1932- 33  (estimate)  6,446,000  13,801,000 

From  this  condition  Cuba  and  Java  suffered 
most,  l^ile  the  European  parties  to  the  agree¬ 
ment  were  able  to  dispose  of  their  surpluses, 
due  to  drastic  curtailment  of  production, 
Cuba  and  Java,  meeting  with  marketing  dif¬ 
ficulties  in  the  United  States  and  the  Far 
East  respectively,  have  continued  to  struggle 
with  large  surplus  stocks.  The  agreement 
had  fixed  no  quota  for  Cuba’s  exports  to  the 
United  States,  but  was  posited  on  the  expec¬ 
tation  that  these  exports  would  be  about  2,- 
800,000  long  tons  (3,136,000  short  tons)  an¬ 
nually.  Owing  to  the  decline  in  consumption 
and  the  continued  rise  in  American  produc- 

30.  International  Sugar  Council,  .Vemorandum,  cited,  p.  11. 

31.  Ellle,  The  Tariff  on  Sugar,  cited,  p.  39. 

32.  International  Sugar  Council,  Memorandum,  cited,  p.  11. 
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tion,  however,  exports  actually  dropped  to 
2,409,000  short  tons  in  1931,  and  to  1,807,- 
000  tons  in  1932.®^  Java’s  difficulties  in  mar¬ 
keting  its  quota  were  partly  due  to  warlike 
complications  in  the  Far  East,  but  primarily 
to  the  curtailment  of  its  share  in  the  large 


Indian  market.  After  the  Indian  govern¬ 
ment  in  1931  embarked  on  a  policy  of  pro¬ 
tecting  the  domestic  sugar  industry, Java’s 
exports  to  India  fell  from  809,700  metric 
tons  in  1930-1931  to  368,000  tons  in  the  next 
year.*® 


European  countries 

Germany  . 

Czechoslovakia 

Poland  . 

Hungary  . 

Belgium  . 


Java  . 

Cuba  (long  tons) 


Surplus  SxocKs^sa 
(in  metric  tons,  raw  value) 

Sept.  1,1931  Sept.  1,1932 

.  560,162  516,972 

..  177,929  92,777 

.  182,624  94,405 

..  53,396  28,420 

..  23,685  7,803 

Apr.  1, 1932  Apr.l,  1933  (est) 

.  1,406,612  2,300,000 

Jan.  1,1932  Jan.1,1933 

1,720,261  1,616,684 


Sept.  1, 1933  (est) 
25,000 
0 
0 
0 
0 

Apr.  1, 193^  (est) 
1,800,000 
Jan.  1, 193U  (est) 
820,000 


Although  adjustments  were  made  in  the 
quotas,  primarily  to  allow  Cuba  larger  ex¬ 
ports  to  countries  other  than  the  United 
States,*’  such  changes  in  the  agreement  in  the 
eyes  of  the  contracting  parties  were  no  ef¬ 
fective  substitute  for  cooperative  action  in 
the  reduction  of  production  by  outside  coun¬ 
tries.  At  the  World  Economic  Conference  in 
1933,  the  Cuban  delegate.  Dr.  Orestes  Fer¬ 
rara,  proposed  that  all  countries  should  at 
least  agree  to  grant  no  new  subsidies,  direct 
or  indirect,  for  the  production  or  exporta¬ 
tion  of  sugar,  and  to  make  no  increase  in 
tariff  duties  on  sugar  which  would  raise  the 
rate  to  more  than  70  per  cent  ad  valorem 
during  the  period  up  to  September  1,  1935.** 
This  suggestion,  however,  met  such  opposi¬ 


tion,  particularly  from  the  British  Indian 
delegate,  that  it  was  reluctantly  withdrawn. 
The  conference  adjourned  without  taking 
action  on  the  sugar  question,  although  it  in¬ 
structed  the  British  delegation  and  the  Sugar 
Council  to  continue  negotiations  on  the  basis 
of  a  modification  of  the  Cuban  proposals.** 
That  the  success  and  continuation  of  the 
Chadbourne  plan  is  dependent  on  the  adhe¬ 
sion  or  cooperation  of  outside  countries  was 
stressed  anew  in  July,  when  the  parties  to 
the  plan  notified  the  Sugar  Council  that  their 
willingness  to  extend  the  operation  of  the 
plan  beyond  September  1,  1935  was  contin¬ 
gent  upon  an  agreement  before  the  end  of 
1933  with  other  countries  principally  con¬ 
cerned  in  the  production  of  sugar.^® 


THE  UNITED  STATES  SUGAR  MARKETING  PLAN 


Meanwhile  the  possibility  of  reducing  the 
production  of  sugar  in  the  United  States 
has  been  created  through  the  enactment  of 
the  Agricultural  Adjustment  Act,  which  re¬ 
ceived  presidential  approval  on  May  12, 
1933.®*  The  Secretary  of  Agriculture  is 
empowered  by  this  Act  to  enter  into  volun¬ 
tary  marketing  agreements  with  the  pro¬ 
ducers,  processors  and  distributors  of  any 
agricultural  commodity.  Under  the  joint 
auspices  of  Charles  J.  Brand,  co-administra- 

•4.  U.  S.  Tariff  Cominlsalon,  Stattsttca  on  Sugar,  cited,  p.  7. 

IS.  Report  of  the  Indian  Tariff  Board  on  the  Sugar  Indue- 
try  (Oovernment  of  India,  Central  Publication  Branch,  1931). 

36.  International  Sugar  Council,  Memorandum,  cited,  p.  18. 

36a.  Ibid.,  cited,  p.  9. 

37.  In  March  1932,  after  a  prolonged  crlals  during  which 
Cuba  threatened  to  denounce  the  agreement,  the  European  coun- 
triea  and  Peru  in  return  for  a  limitation  of  the  Cuban  crop  to 
1.700,000  long  tone  undertook  to  reduce  their  export  quotaa  for 
the  yeara  ending  September  1,  1932  and  1933  (for  Peru.  Decem¬ 
ber  31,  1932  and  1933)  by  the  amount  by  which  Java'a  exporta 
during  the  year  April-March,  1932-1933,  exceeded  1,500,000  metric 
tona.  Cf.  Mikuach,  Qeachichte  der  Intemationalen  Zukerkonven- 
(loiten,  cited,  p.  72. 

Agraln,  by  a  reaolutlon  adopted  by  the  Sugar  Council  on  Decem¬ 
ber  2,  1932  Cuba  obtained  for  1932  a  quota  of  986,000  long 
Iona  Inatead  of  805,000  tona,  and  in  addition  65,000  tona  aa  ita 
ahare  in  the  German  export  quota  deficiency  existing  on  Septem¬ 
ber  1,  1931.  For  1933  it  waa  aaaured  a  quota  of  1,000,000 
tons.  Germany  agreed  not  to  export  more  than  200,000  metric 
tona  from  September  1,  1932  to  August  31.  1933,  and  to  cede 
Cuba  76.666  metric  tons  out  of  the  300.000  ton  quota  allotted 
Germany  for  the  following  two  years.  The  agreement  was  made 
contingent  on  the  Cuban  crop  not  exceeding  2,000,000  Spanish 
tons,  as  fixed  by  decree  of  the  Cuban  President  of  November  2, 
1932.  For  further  details,  cf.  International  Sugar  Council, 
Memorandum,  cited.  Annex  1  bia. 


tor  of  the  Act,  and  Dr.  John  L.  CJoulter  of 
the  U.  S.  Tariff  Commission,  a  conference  of 
representatives  of  the  sugar  industry  in  the 
United  States  and  its  insular  possessions 
was  convened  in  Washington  on  June  27, 
1933.  Out  of  this  conference  and  its  com¬ 
mittees  there  emerged  on  July  18  a  tentative 
marketing  agreement®*  which  allocated  to  the 
various  areas  supplying  the  American  mar¬ 
ket  the  quotas  set  forth  in  the  following 
table.  This  agreement,  which  was  to  last  but 
three  years  from  July  1,  1933,  provided  for 
compulsory  reduction  in  production  only 
when  the  reserves  at  the  end  of  any  contract 
year  in  a  producing  area  exceeded  the  quota 
of  that  area  by  more  than  10  per  cent.®* 

38.  Leagpie  of  Nations,  Monetary  and  Economic  Conference, 
Doc.  M.E./C.E.14.  The  parties  would  also  agree  for  a  period 
of  ten  years  not  to  construct  any  new  sugar  factories.  Increase 
the  capacity  of  existing  factories,  or  rebuild  factories  which, 
having  been  totally  or  partially  dismantled,  have  ceased  to  be 
active  units  of  production. 

39.  League  of  Nations.  Monetary  and  Economic  Conference, 
Journal,  July  1,  8.  20,  and  21.  The  modified  plan  introduced  by 
the  British  delegation  embodied  the  following  features:  (1) 
countries  producing  sugar  but  Importing  a  substantial  portion  of 
their  requirements  to  limit  their  production;  (2)  countries  self- 
sufficient  as  to  sugar  but  not  normally  exporters  not  to  expand 
their  production  beyond  domestic  requirements:  (3)  exporting 
countries  not  parties  to  the  Chadbourne  agreement  not  to  In¬ 
crease  their  exports  above  the  present  level;  (4)  parties  to  the 
ChndVourne  agreement  to  continue  limiting  exports  and  pro¬ 
duction  in  accordance  with  its  terms:  (5)  all  countries  not  to 
stimulate  production  artificially.  Cf.  Facta  About  Sugar,  August 
1933,  p.  308. 
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PROPOSED  QUOTA  ALLOTMENTS  FOR  THE  AREAS  SUPPLYING  THE 
AMERICAN  MARKET,  AS  COMPARED  WITH  THEIR  RESPECTIVE 


' 

SHARES  IN  1927-31  AND 

(m  thousands  of  tons) 

Amount  supplied 

American  market  Estimated 

1932 

Amount  of 
quota  to  be 
imported  as 
"direct  con¬ 
sumption" 

Refined 
sugar  ex¬ 
ports  to 

Producing  Area 

annually 

production 

Proposed 

(chiefly  re- 

the  U.  S. 

19*7-31 

loss 

1933 

quota 

fined)  sugar 

4n  193* 

United  States 

Beet  Sugar  . 

...  1,049 

1,148 

1,446 

1,525 

Cane  Sugar  . 

127 

156 

259 

310 

U.  S.  Possessions 

Hawaii  . 

874 

1,021 

1,008 

975 

30 

24.3 

Puerto  Rico  . 

...  665 

894 

834 

875 

100 

111.2 

Philippines  . 

686 

1,040 

1,283 

955.92 

56 

57.6 

Virgin  Islands  . 

5.6 

4.3 

6 

9.08 

Cuba  . 

3,218 

1,807 

2,234 

1,700 

110 

446 

Total  . 

6,624.6 

6,070.3 

7,070 

6,350 

296 

639 

Source:  Estimates  of  production  for  1933  from  Wiilett  &  Gray,  Weekly  Statistical  Sugar  Trade 
Journal,  August  24,  1933;  all  others,  with  the  exception  of  quota  figures,  from  U.  S.  Tariff  Commission, 
Statistics  on  Sugar. 


A  glance  at  the  table  reveals  that  the  pro¬ 
posed  quotas  were  favorable  to  domestic  pro¬ 
ducers  and  very  disadvantageous  to  Cuba. 
American  beet  growers  were  given  a  quota 
exceeding  even  this  year’s  record  crop,  es¬ 
timated  to  be  300,000  tons  larger  than  last 
year’s.  Domestic  cane  growers  were  treated 
with  equal  favor.  American  insular  pro¬ 
ducers,  with  the  insignificant  exception  of 
the  Virgin  Islands,  were  given  quotas  slight¬ 
ly  lower  than  their  shares  in  1932.  Cuba,  on 
the  other  hand,  was  cut  by  100,000  tons, 
despite  the  fact  that  its  exports  to  the  United 
States  in  1932  were  already  44  per  cent 
lower  than  the  average  in  the  preceding  five- 
year  period.  Cuba  also  was  accorded  no  vote 
on  the  Sugar  Stabilization  Board  to  be  es¬ 
tablished  to  administer  the  agreement. ■** 
Moreover,  the  sugar  refiners  in  the  United 
States  employed  the  agreement  as  a  means 
to  reduce  drastically  imports  of  refined 
sugar,  particularly  from  Cuba. 

At  the  hearings  held  on  this  agreement  in 
Washington  on  August  10-11,  almost  all  the 
interested  groups  objected  to  these  tentative 
quotas.  Domestic  beet  growers  protested 
against  any  limitation  whatsoever;  all  the 
insular  producers,  except  the  Hawaiian 
group,  demanded  larger  quotas;  Cuban  in¬ 
terests  protested  vigorously ;  and  the  domes- 

40.  Facts  About  Sugar,  August  1933,  p.  308. 

41.  73r<l  Congress,  H.  R.  3835. 

42.  For  the  text,  cf.  Facts  About  Sugar,  August  1933,  p.  303-8. 

43.  This  provision,  which  does  not  apply  to  Cuba  and  the 
Phiiippines.  requires  the  producing  area  in  such  a  case  to  ad¬ 
just  its  production  so  that  the  amount  produced  In  the  succeed¬ 
ing  year,  when  added  to  the  existing  reserve,  will  not  exceed 
110  per  cent  of  the  quota  of  that  area. 

44.  Cuba,  however,  was  allowed  to  have  a  non-voting  repre- 
Mntative  on  the  board.  The  latter  was  to  be  composed  of  the 
Secretary  of  Agriculture  and  eight  members  to  be  selected  by 
*ach  of  the  following  groups :  continental  beet  growers ;  con¬ 
tinental  beet  refiners;  continental  cane  planters  and  processors; 
American  refiners  of  raw  cane  sugar  imported  Into  the  continen¬ 
tal  United  States;  and  producers  and  refiners  in  Hawaii,  the 
Pbllippines.  Puerto  Rico  and  the  Virgin  Islands,  and  Cuba.  Con- 
iumers  were  not  to  be  represented.  Action  by  the  board  re- 
Qulred  the  unanimous  consent  of  the  voting  members.  One  of 
the  functions  of  the  board  was  to  determine  and  announce  on 
each  market  day  the  fair  world  price  of  raw  sugar  on  the 
basis  of  the  London  price,  or  to  determine  this  price  Itself  If  it 
did  not  consider  the  London  price  fair. 


tic  refiners  advocated  total  prohibition  of  all 
imports  of  refined  sugar. .In  view  of  these 
differences,  agents  of  the  Administration 
advised  abandonment  of  the  plan  unless  the 
interests  involved  reached  a  “written  agree¬ 
ment.’’^®  On  August  19  all  interested  groups, 
with  the  exception  of  Cuba  and  the  Philip¬ 
pines,  united  on  a  revised  plan  in  which  the 
beet  growers — in  return  for  a  further  en¬ 
largement  of  their  quota  to  1,750,000  tons — 
agreed  to  participate.^'^  Hearings  on  this 
agreement  were  held  on  August  29,  but 
when  the  opposition  of  Cuban  and  Philippine 
representatives  could  not  be  overcome,  the 
hearings  were  terminated  and  the  Adminis¬ 
tration  decided  to  draft  its  own  marketing 
plan.^*  As  this  report  goes  to  press  the  Ad¬ 
ministration’s  proposals  have  been  submitted 
to  the  industry  and  virtual  agreement  is  re¬ 
ported  to  have  been  reached. 

In  order  to  judge  the  claims  to  considera¬ 
tion  advanced  by  each  of  the  interested  par¬ 
ties,  an  analysis  of  their  respective  positions 
is  essential. 

DOMESTIC  SUGAR  GROWERS 

Domestic  growers  contend  that  both  the 
tariff  of  1930  and  the  agricultural  relief  bill 
of  1933  were  passed  to  help  the  American 
farmer  rather  than  American  capitalists 
producing  in  Cuba  and  the  Philippines.  The 
Agricultural  Adjustment  Act  provides  for 
compensated  reduction  of  production  only  in 
the  case  of  “basic  agricultural  commodities,” 
such  as  cotton,  tobacco,  cereals  and  hogs,  of 
which  export  surpluses  are  being  produced. 
Furthermore,  the  growing  of  beets  is  an  im- 

45.  Agricultural  Adjustment  Administration,  Bearings  on 
the  tentative  Sugar  Marketing  Agreement,  August  10-11,  1933 
(2  vols). 

46.  U.  S.  Department  of  Agriculture,  Press  Releases,  August 
12,  1933. 

47.  The  beet  growers,  however,  agreed  not  to  expand  their 
acreage  beyond  the  1933  maximum,  estimated  at  1,065,000  acres. 
An  additional  25,000  acres  would  be  allowed  for  the  eastern 
beet  area,  to  take  care  of  beet  factories  in  the  Saginaw  and 
Toledo  districts  not  operating  at  present.  The  revised  plan  left 
unaltered  quotas  for  other  producing  areas.  Cf.  Facts  About 
Sugar,  September  1933,  p.  339-40. 

48.  Ibid. 
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portant  and  beneficial  part  of  the  crop  rota¬ 
tion  plan  in  western  states,  furnishes  em¬ 
ployment  to  many  laborers,  and  is  one  of  the 
few  crops  which  can  be  profitably  grown  in 
the  irrigated  areas  of  the  West.  Finally,  any 
reduction  in  the  sugar  crop  would  only  cause 
farmers  to  turn  to  the  production  of  those 
commodities  of  which  a  domestic  surplus  is 
already  being  produced.^® 

Against  these  contentions  other  arguments 
are  advanced.  Referring  to  the  supposed 
advantages  of  beet  culture  to  western  states, 
one  authority  makes  the  pertinent  inquiry : 

“If  beet  culture  is  so  very  advantageous  to  the 
farmer,  why  does  he  need  a  bonus  or  a  protective 
tariff  to  be  induced  to  engage  in  it?  ...  If  beet 
culture  were  really  so  advantageous  a  part  of 
the  general  change,  we  might  expect  its  speedy 
and  widespread  adoption.”®® 

Another  student  points  out  that  the  number 
of  farmers  who  grow  beets  and  cane  consti¬ 
tute  only  2y2  per  cent  of  the  total,  and  enjoy 
less  than  1  per  cent  of  the  farm  income.®^  In 
fact,  through  the  increased  price  of  sugar 
resulting  from  the  existing  tariff  protection, 
the  vast  majority  of  farmers  who  are  con¬ 
sumers  and  not  producers  have  paid  the  cost 
of  the  tariff  benefits  conferred  on  a  small 
minority  of  cane  and  beet  growers.®® 

The  most  serious  objection  raised  against 
the  domestic  beet  sugar  industry  is  that  it  is 
socially  undesirable.  As  revealed  by  a  study 
of  the  Children’s  Bureau  in  1920  and  a  simi¬ 
lar  study  by  the  National  Child  Labor  Com¬ 
mittee,  the  major  part  of  the  beet  crop  is 
grown  with  the  aid  of  very  low-paid  contract 
labor — largely  Mexican — involving  the  em¬ 
ployment  of  whole  families,  including  many 
women  and  children.®®  Recent  investigations 
by  the  Children’s  Bureau  have  shown  that 
“conditions  have  changed  radically  for  the 
worse,”®*  and  a  representative  of  the  Child 
Labor  Committee  has  summed  up  as  follows 
the  results  of  a  field  study  during  June  and 
July  of  this  year: 

“Many  young  children — in  fact  almost  all  above 
8  years  in  beet  laborer  families — are  employed  in 
the  hand  work  of  sugar-beet  production  for  long 
hours. 

“The  wage  is  so  low  that  the  families  are  forced 
to  work  their  children  in  order  to  eke  out  an  ex¬ 
istence. 


49.  Cf.  testimony  of  C.  M.  Kearney,  Paul  B.  Prosser,  Con- 
grressman  Fred  Cummings,  Dr.  E.  Meade,  Cheater  H.  Gray,  A.  L. 
Liitel,  J.  W.  Oilman,  George  T.  Colby,  A.  N.  Mathers,  and  Con¬ 
gressman  L.  L,ewis,  Hearings  on  the  tentative  Sugar  Marketing 
Agreement,  cited. 

60.  P.  W.  Taussig,  Some  Aspects  of  the  Tariff  Qttestion 
(Cambridge,  Harvard  University  Press.  1931,  Srd  edition),  p.  93. 

61.  Ellis,  The  Tariff  on  Sugar,  cited,  p.  166-7. 

62.  Ibid.,  p.  156-6.  The  price  of  sugar  in  the  United  States 
is  on  the  average  higher  than  the  world  price  by  the  amount 
of  the  duty  on  Cuban  sugar.  On  this  basis  Dr.  Ellis  figures 
that  American  farmers  paid,  in  the  aggregate,  an  average  of 
$42,194,240  more  for  their  sugar  annuaily  from  1922  to  1929 
due  to  the  tariff.  Under  the  new  tariff  rate  the  burden  rose 
to  $50,331,400  in  1930.  The  tariff  benefits  received  by  the  beet 
and  cane  Industries  In  the  United  States  during  the  same  peri¬ 
ods  amounted  to  $42,545,974  and  $53,626,396  respectively. 

63.  For  a  discussion  of  these  reports,  cf.  R.  L.  Buell,  "Sugar 
and  the  Tariff,"  Foreign  Policy  Reports,  May  29,  1929,  p.  104. 

64.  Testimony  of  Katherine  F.  Lenroot,  Assistant  Chief  of 
the  Children’s  Bureau,  Hearings  on  the  tentative  Sugar  Market¬ 
ing  Agreement,  cited,  p.  420-1. 


“Even  with  the  use  of  their  children  the  family 
income  is  so  low  as  to  place  the  standard  of  living 
on  a  starvation  level.  This  works  a  hardship 
upon  the  children,  involving  poor  and  unwhole¬ 
some  food,  inadequate  clothing,  almost  no  recrea¬ 
tion,  much  lost  time  from  school,  and  crowded 
living  under  almost  unbelievable  housing  and  san¬ 
itary  conditions.”®® 

Owing  to  inadequate  and  irregular  payment 
of  wages,  many  beet  laborers  have  been  de¬ 
pendent  on  public  relief  during  the  last  few 
years.®® 

The  proposed  marketing  plan  contains  a 
provision  whereby  beet  growers  agree  to  pay 
their  field  laborers  a  return  per  acre  com¬ 
mensurate  with  the  price  received  for  the 
beets,  but  this  provision  is  framed  in  such 
general  terms  that  its  value  is  considered  du¬ 
bious.®^  Beet  growers,  moreover,  would 
probably  need  additional  protection  if  they 
were  required  to  pay  living  wages  to  their 
laborers ;  and  in  such  a  case  the  cost  of  sugar 
to  the  consumer  might  well  increase  consid¬ 
erably.  In  view  of  these  facts  it  is  asked 
whether  an  Administration  which  has  em¬ 
barked  on  a  campaign  against  child  labor 
and  low  wages  will  find  it  politic  to  foster 
an  industry  whose  existence  depends  largely 
on  the  continuance  of  such  conditions. 

THE  REFINERS’  CASE 

Since  1925  refiners  in  the  United  States 
have  been  faced  with  a  mounting  importa¬ 
tion  of  refined  sugar,  reaching  589,092  tons 
in  1932.  Of  this  amount,  423,252  tons  came 
from  Cuba.  Enjoying  no  tariff  protection 
against  this  influx  of  refined  sugar,  owing 
to  the  way  in  which  the  existing  tariff  sched¬ 
ule  is  framed,®*  the  refining  industry  peti¬ 
tioned  the  Tariff  Commission  on  July  1, 
1931,  to  recommend  an  adjustment  of  the 
duty  on  refined  sugar.  Although  the  com¬ 
mission  has  not  yet  published  its  report,  it 
announced  on  July  11,  1932 

“that  the  difference  between  domestic  and  for¬ 
eign  costs  of  refining  is  not  such  as  to  justify 
the  Commission  in  specifying  either  an  increase 
or  a  decrease  in  the  rate  of  duty  on  refined  sugar, 
at  least  until  after  the  Commission  has  finished 
the  complete  sugar  investigation  . . .  Any  change 
in  the  rate  of  duty  which  might  result  from  the 
present  refined  sugar  investigation  would  not  be 
sufficient  either  to  increase  or  to  decrease  materi¬ 
ally  the  imports  of  refined  sugar  from  Cuba,  or 
the  amount  of  labor  employ^  in  the  domestic 
refineries.  The  refining  process  is  such  that  rela- 

55.  Statement  on  Conditions  Relating  to  Sugar  Beet  Workers 
•«  Colorado,  submitted  by  C.  B.  Oibbons  representing  the  Ra¬ 
tional  Child  Labor  Committee  at  the  Bearing  on  the  Sugar 
Stabilization  Agreement,  August  11,  1933,  p.  1. 

66.  Testimony  of  Mr.  E.  L.  Kirkpatrick,  representative  of 
the  Federal  Emergency  Relief  Administration,  and  of  Leo 
Rodriguez,  a  beet  laborer.  Hearings  on  the  tentative  Sugar 
Marketing  Agreement,  cited,  p.  331-2  and  441-4. 

67.  Cf.  Section  17  (b)  of  the  Agreement.  Disputes  arlsli^ 
under  this  section  are  to  be  decided  by  the  Secretary  of  Agricul¬ 
ture.  The  Children’s  Bureau,  the  National  Child  Labor  Com¬ 
mittee,  and  the  Catholic  Conference  on  Industrial  problems 
suggested  a  substitute  provision  which  would  definitely  prohibit 
child  labor,  limit  the  number  of  acres  to  bo  contracted  for  in 
accordance  with  the  number  of  bona  fide  workers  in  the  beet 
workers’  family,  and  lay  down  a  minimum  contract  price  per 
acre. 


September  27,  1933 
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tively  little  labor  is  required.  The  total  number 

of  wage  earners  in  all  of  the  domestic  cane  sugar 

refineries  in  1929  .  .  .  was  less  than  14,000.”69 

It  might  be  pointed  out  also  that  increased 
tariff  protection  would  help  the  cane-sugar 
refiners  only  partially,  since  but  16  per  cent 
of  the  reduction  in  the  volume  of  their  melt¬ 
ings  since  1929  is  traceable  to  increased  im¬ 
ports  from  Cuba,  whereas  54  per  cent  is  due 
to  the  decrease  in  domestic  consumption, 
22  per  cent  to  the  increased  output  of  beet 
sugar  refiners,  and  8  per  cent  to  larger  im¬ 
portations  from  Hawaii,  the  Philippines, 
and  Puerto  Rico. 

The  refiners  have  also  sought  to  obtain 
their  objective  through  the  proposed  Sugar 
Marketing  Agreement.*®  Sugar  refining, 
they  contend,  can  be  done  so  much  more 
cheaply  in  Cuba  that  there  is  grave  danger, 
if  importations  are  not  checked,  that  Cuba 
will  in  time  refine  all  the  sugar  it  produces.*^ 
Cuban  refiners,  on  the  other  hand,  hold  this 
fear  to  be  exaggerated.®*  While  conceding 
that  refining  in  Cuba  may  have  certain  ad¬ 
vantages,  the  chief  of  which  are  easy  access 
to  the  market  of  the  South  Atlantic  and  Gulf 
states  and  the  possibility  of  refining  sugar 
in  a  continuous  process  from  the  cane  dur¬ 
ing  the  harvest  season,  they  contend  that 
the  chief  impulse  to  refining  in  Cuba  has 
been  the  extremely  low  price  of  raw  sugar, 
which  has  caused  Cuban  producers  to  start 
refining  in  the  hope  of  recouping  their  losses 
partly  by  obtaining  part  of  the  refiner's  dif¬ 
ferential.*®  They  would  also  deny  the  do¬ 
mestic  refiners  relief  on  the  ground  that  they 
have  earned  ample  profits  even  in  the  last 
years  of  the  depression.®* 

68.  The  tarift  law  makes  no  distinction  between  raw  and 
refined  sugar,  classifying  ail  sugars  only  by  the  degree  of  sucrose 
content  as  tested  by  tbe  polariscope.  Under  the  1930  tariff  the 
basic  duty  of  1.37  cents  per  pound,  fixed  for  Cuban  sugar  polar¬ 
ising  76  degrees,  increases  by  an  Increment  of  .03  cents  per 
pound  for  every  additional  degree.  The  duty  for  98  degree  sugar, 
usually  cited  as  the  standard  duty,  la  therefore  3  cents  and  that 
for  100  degree  sugar,  l.e.,  pure  granulated  or  refined  sugar  is 
3.13  cents.  Since  an  American  refiner  must  Import  1.07  pounds 
of  98  degree  raw  sugar  to  make  one  pound  of  100  degree  sugrar, 
he  must  pay  a  duty  of  2.14  cents.  The  Cuban  refiner,  however, 
can  get  a  pound  of  refined  sugar  into  the  American  market  on 
the  payment  of  a  duty  of  only  2.12  cents,  so  that  he  enjoys  an 
advantage  of  2  cents  per  100  pounds  over  the  American  refiner. 
This  advantage  is  offset,  however,  by  the  fact  that  the  latter  in 
Importing  1.07  pounds  of  raw  sugar  grets  in  free  the  by-products 
left  after  refining. 

Usl"  ''^**^*  Commission,  Public  Information,  July  11, 

,  **■  The  tentative  quotas  written  into  the  agrreement  are  for 
direct  consumption"  sugar,  not  for  refined  sugar  alone.  Since 
year  some  sugrar  is  Imported  for  direct  consumption  even 
though  it  is  not  refined,  and  since  this  sugar  must,  like  refined 
eugar,  be  charged  oft  agralnst  the  total  quota  at  the  ratio  of 
107rl00.  further  curtailment  of  imports  of  actually  refined  sugar 
n  made  possible.  According  to  the  testimony  of  J.  E.  Snyder, 
y'^^Presldent  of  the  Hershey  Corporation,  Cuba  exports  about 
40.000  tons  of  this  non-refined  "direct  consumption"  sugar.  Cf. 
Hearinas  on  the  tentative  Sugar  Marketing  Agreement,  cited, 
P.  289. 

*1.  U.  S.  Tarift  Commission,  Investigation  No.  dd.  Briefs  of 
the  Domestic  Sugar  Industries.  April  12,  1932  and  February  14. 
1933. 

62.  Thid..  Brief  for  the  Bershey  Corporation,  p.  14-21;  also 
Brief  for  the  Cuban  Refiners,  February  14.  1933. 

*3.  The  difterential  between  the  cost  of  raw  and  refined  sugar 
everaged  1.136  cents  per  pound  in  1928,  1.098  cents  in  1927,  and 
jumped  to  1.311  cents  in  1928  following  the  organization  of 
American  cane  refiners  in  the  Sugrar  Institute  on  January  7  of 
that  year.  It  was  1.2B6  cents  in  1930,  but  dropped  to  1.096 
«mta  in  1931  and  to  1.058  cents  in  1982.  Cf.  Ellis,  The  Tariff 

Sugar,  cited,  p.  139. 


Fear  is  expressed  also  that  the  practical 
prohibition  of  imports  of  refined  sugar  into 
the  continental  United  States  would  place 
consumers  of  sugar  at  the  mercy  of  the  do¬ 
mestic  cane  refiners,  who  have  always  shown 
a  propensity  toward  monopolistic  practices. 
In  the  pre-war  period  the  sugar  trust  was 
one  of  the  most  obnoxious  of  monopolies,*® 
and  as  recently  as  1931  the  Federal  govern¬ 
ment  began  suit — ^judgment  on  which  is  still 
pending — against  the  refiners  comprised  in 
the  Sugar  Institute  for  violation  of  the  anti¬ 
trust  laws.  The  code  of  fair  practices  which 
these  same  refiners  filed  with  the  Adminis¬ 
tration  in  August,  pursuant  to  the  provisions 
of  the  National  Recovery  Act  and  the  Agri¬ 
cultural  Adjustment  Act,  is  regarded  as  fa¬ 
cilitating  price-fixing  and  other  monopolistic 
practices  inasmuch  as  it  guards  in  great 
detail  against  all  forms  of  price-cutting,  con¬ 
cealed  and  open  rebates,  and  any  other  di¬ 
gression  from  the  refiner’s  announced  price.®* 
Refiners,  on  the  other  hand,  argue  that  the 
danger  of  monopoly  is  obviated  by  the  poten¬ 
tial  competition  of  beet-sugar  producers  and 
by  the  eagerness  of  all  refineries,  now  oper¬ 
ating  at  little  more  than  50  per  cent  capac¬ 
ity,  to  continue  competition  in  order  to  in¬ 
crease  the  volume  of  their  output.  The  code 
of  fair  practices,  they  assert,  is  entirely  in 
line  with  the  Administration’s  policy  of 
abolishing  unethical  cut-throat  competition. 

PRODUCERS  IN 
AMERICAN  POSSESSIONS 

The  protective  tariff,  as  has  been  pointed 
out,  has  produced  an  artificial  expansion  in 
the  cane-sugar  industry  of  America’s  insu¬ 
lar  possessions.  Critics  have  found  that  this 
unnatural  stimulation  has  brought  but  little 
benefit  to  the  native  population  of  the  terri¬ 
tories  concerned,  resulting — particularly  in 
Hawaii  and  Puerto  Rico — in  certain  undesir¬ 
able  social  consequences  such  as  too  great 
domination  of  American  capital,  concentra¬ 
tion  of  land  ownership,  and  an  artificial  ten- 


84.  The  net  Income  of  three  of  the  blggeet  reflninc  compan¬ 
ies  over  the  last  five  years  has  been: 


American  Sugar 

National  Sugar 

Savannah  Sugar 

Refining  Company 

Refining  Co.  of  N.  J. 

Refining  Corp. 

1928 

. $6,568,812 

$3,372,986 

$571,201 

1929 

.  6,845,803 

2,954,744 

558,410 

1930 

.  5,859,947 

2,408,842 

483,749 

1931 

.  4,155,031 

2,168,028 

468,009 

1932 

.  4,327,987 

1,413,809 

429,429 

Source:  Farr  A  Co.,  Bulletin,  June  21,  1933. 

65. 

Taussig,  Some  Aspects  of  the  Tariff 

Question,  dted. 

p.  100-14. 

66.  For  the  text  of  this  code,  which  has  not  yet  been  ai^ 
proved,  cf.  The  Journal  of  Commerce,  August  9  and  10,  1982. 
At  the  hearings  on  August  29  the  refiners  abruptly  withdrew 
their  code  from  consideration  after  charging  Dr.  Berle,  legal 
adviser  of  the  Agricultural  Adjustment  Administration,  with 
bias.  This  action  was  apparently  prompted  also  by  attacks  on 
the  code  by  a  representative  of  the  Oodchaux  Sugar  Company  of 
LiOuisiana  and  by  vigorous  opposition  to  the  inclusion  of  the  re¬ 
finers  in  any  sugar  marketing  agreement.  Mr.  Hershey,  Vice- 
President  of  the  Hershey  Corporation,  had  charged  that  the  re¬ 
finers  “had  no  business"  in  any  marketing  agreement  under  tha 
Agricultural  Act,  since  tliey  were  not  producers  but  merely 
washers  or  processors  of  sugar  already  produced.  (Cf.  Foefs 
About  Sugar,  September  1933,  p.  339-40.)  The  refiners’  code  is 
likely  to  be  resubmitted,  however,  as  soon  as  a  new  marketing 
agreement  is  drafted. 
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dency  toward  a  one-crop  economy.®^  How¬ 
ever,  since  capital  has  been  invested  in  these 
territories  and  the  sugar  industry  built  up 
on  the  basis  of  their  inclusion  within  the 
American  protective  system,  it  might  well 
be  argued  that,  if  a  readjustment  is  to  take 
place  and  Cuba  is  to  be  restored  its  former 
share  in  the  American  market,  such  a  change 
should  be  gradual.®* 

CUBA  AND  RECIPROCITY 

To  the  Cuban  sugar  industry,  the  ten¬ 
tative  quota  assignment  of  1,700,000  tons 
in  the  Marketing  Agreement  is  absolutely 
indefensible.  Cuban  sugar  interests  ask  a 
quota  of  at  least  2,525,000  tons,  of  which 
600,000  tons  might  be  refined  sugar.®*  In 
the  eyes  of  Cubans,  the  United  States  by  its 
successive  tariff  increases  on  sugar  has  vio¬ 
lated  the  spirit  of  the  Reciprocity  Treaty  of 
1903  which  granted  Cuban  products  a  20 
per  cent  reduction  from  American  tariff 
rates.  This  treaty,  it  is  recognized  by  ex¬ 
perts,’*  could  be  of  benefit  to  Cuba  only  so 
long  as  the  American  duty  on  foreign  sugar 
remained  low  enough  to  check  an  expansion 
in  domestic  sugar  production.  Actually, 
the  exact  opposite  of  this  has  taken  place. 

Cubans  point  out  that  the  American 
people  are  likely  to  gain  by  restoring  Cuban 
sugar  to  its  former  place  in  the  American 
market.  Consumers  would  benefit,  inasmuch 
as  Cuba  can  produce  sugar  for  the  most 
part  more  cheaply  than  the  United  States 
and  its  possessions.”  Cuba  would  also  be 
a  more  dependable  source  of  sugar  supply 
in  case  of  war,  since  it  is  only  ninety  miles 
from  the  American  coast  as  compared  with 
a  thousand  miles  for  the  nearest  American 
dependency — Puerto  Rico.  In  addition  there 
is  a  direct  economic  interest,  arising  from 
the  fact  that  Americans  have  about  $600,- 

ST.  Cf.  B.  W.  and  J.  W.  DIffle,  Porto  Rico— A  Broken  Pledge 
(New  York,  Vanguard,  1931),  p.  88;  also  P.  W,  Bldwell,  Tariff 
I^licji  of  the  United  States  (New  York,  Council  on  Foreign  Re¬ 
lations,  1933),  p.  82-3;  and  Taussig,  Some  Aspects  of  the  Tariff 
Question,  cited,  p.  68-89. 

68.  Under  the  Philippine  Independence  Act  of  1933  (H.  R. 
7223),  the  Philippines  would  be  allowed  a  duty-free  quota  of 
860,000  long  tons  of  sugar  for  a  transitional  period  of  ten  years, 

69.  Hearings  on  the  tentative  Sugar  Marketing  Agreement, 
cited,  p.  72,  79. 

70.  Both  Dr.  Bldwell  and  Professor  Wright  hold  that  the 
treaty  has  been  an  empty  gesture  since  1913,  when  foreign  sugar 
other  than  Cuban  practically  disappeared  from  the  American 
market.  Since  that  time  American  legislators  have  sought  to 
protect  the  domestic  sugar  growers  against  Cuban  sugar  and 
have  fixed  the  sugar  duty  solely  with  reference  to  Cuban  sugar. 
Cf.  Bldwell,  Tariff  Policy  of  the  United  States,  cited,  p.  29-32; 
Philip  Q.  Wright,  The  Cuban  Situation  and  Our  Treaty  Relations 
rW'ashlngton.  The  Brookings  Institute,  1931),  p.  61-72;  also 
Rllis.  Sugar  and  the  Tariff,  cited,  p.  68-70. 

71.  In  its  Investigation  of  costs,  the  majority  of  the  Tariff 
Commission  found  the  following  average  cost  differences  for  the 
three-year  period  1921-1923 : 

In  Cents 


Hawaii  .  4.9870 

Puerto  Rico  .  5.2244 

Louisiana  .  6.0949 

U.  S.  beet  .  6.6906 


Average  U.  S.  .  6.3692 

Cuba  .  2.8440 


Difference  .  1.6262 


Source :  TJ.  S.  Tariff  Commission,  Sugar,  Report  to  the  Presi¬ 
dent  of  the  United  States  (Washington,  Oovemment  Printing 
Office,  1926),  p.  92. 


000,000  invested  in  Cuban  sugar,’*  and  that, 
as  the  following  table  indicates,  the  United 
States  has  lost  one  of  its  most  profitable 
Latin-American  markets  as  a  result  of  the 
rapid  decline  in  the  value  and  volume  of 
Cuba’s  sugar  exports  to  this  country. 


AMERICAN  TRADE  WITH  CUBA 


(tn  thousands  of  dollars) 

Cuban  exports 

of  vegetable  and 

Cuban 

food  products 

American 

exports 

(chiefly  sugar) 

exports 

Year 

to  the  U.  S. 

to  the  U.  S. 

to  Cuba 

1925-29 

(average)  235,864 

200,945 

150,078 

1930  .... 

.  121,949 

95,454 

91,858 

1931  .... 

.  90,059 

71,553 

46,240 

1932  .... 

.  58,330 

46,928 

28,396 

Source : 

U.  S.  Tarllf  Commission,  Statistics 

on  Sugar  (May 

1933),  p.  42-3. 

That  the  Administration  is  not  unaware 
of  the  equity  of  Cuba’s  claim  or  of  the  ad¬ 
vantages  to  be  gained  from  an  expansion  of 
American  trade  v/ith  the  island  common¬ 
wealth  is  apparent  in  the  resolve  to  negoti¬ 
ate  a  new  reciprocity  treaty  replacing  that 
of  1903.  An  increased  tariff  preference  for 
Cuban  sugar  would  increase  the  sale  of  such 
sugar  in  the  American  market  in  propor¬ 
tion  as  the  ensuing  reduction  in  the  tariff 
rate  would  bring  about  curtailment  of  pro¬ 
duction  in  the  continental  United  States  and 
the  insular  possessions.  Possibly  such  a 
preference  could  be  coupled  with  a  gradually 
increasing  export  quota,  thus  permitting  do¬ 
mestic  sugar  interests  to  adjust  themselves 
more  gradually  to  a  curtailment  of  produc¬ 
tion.  Moreover,  it  might  be  desirable  to  as¬ 
sociate  any  aid  for  Cuba’s  sugar  industry 
with  some  project  for  agrarian  reform  in 
Cuba,  so  that  the  benefits  of  such  aid  might 
accrue  to  the  Cuban  people  as  a  whole  rather 
than  largely  to  American  capitalists. 

The  method  by  which  the  Administration 
seeks  to  solve  the  sugar  question,  whether 
through  a  marketing  agreement  or  through 
a  new  reciprocity  treaty  with  Cuba,  will  af¬ 
ford  a  measure  of  its  preparedness  to  im¬ 
plement  its  policy  of  planned  national  re¬ 
covery  with  a  program  of  international 
action.  The  history  of  the  sugar  problem 
illustrates  the  ineflicacy  of  economic  nation¬ 
alism.  Both  in  the  pre-war  and  the  post-war 
period  purely  domestic  remedies,  conceived 
in  a  narrow  national  spirit,  have  proved  in¬ 
sufficient,  yielding  in  turn  to  the  Interna¬ 
tional  Sugar  Convention  of  1902  and  the 
Chadbourne  Agreement  of  1931.  The  latter, 
however,  is  an  agreement  between  producers 
only.  It  might  still  be  questioned  whether  an 
inter-governmental  treaty  —  like  the  wheat 
accord  signed  on  August  25,  1933’* — would 
not  be  more  effective  in  dealing  with  the 
sugar  problem. 

72.  WriRht,  The  Cuban  Situation  and  Our  Treaty  Relations, 
cited,  p.  56-8. 

73.  “International  Wheat  Agreement."  Foreign  Policy  Bulle¬ 
tin,  September  1,  1933. 
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THE  ADMINISTRATION’S  SUGAR  PLAN 

(Supplement  to  “Sugar:  An  International  Problem,’* 

Foreign  Policy  Reports,  September  27,  1933.) 


IN  a  special  message  submitted  to  Congress 
on  February  8,  1934,  President  Roose¬ 
velt  proposed  a  solution  of  the  difficult  sugar 
question  which  has  claimed  official  attention 
since  last  summer.  The  Agricultural  Ad¬ 
justment  Administration  had  previously 
made  repeated  efforts  to  persuade  sugar  pro¬ 
ducers  in  all  the  areas  supplying  the  Amer¬ 
ican  market  to  put  into  effect  a  voluntary 
marketing  plan,  but  no  agreement  could  be 
reached  on  the  allotment  of  quotas.  A  final 
plan,  made  public  on  September  25,  had  been 
rejected  by  the  Secretary  of  Agriculture  on 
the  ground  that  it  was  unfair  to  Cuba  as 
well  as  to  American  consumers. 

To  enable  the  administration  to  carry  out 
its  own  sugar  stabfiization  program,  the 
President  suggested  several  amendments  to 
the  Agricultural  Adjustment  Act.  The  first 
would  make  sugar  a  “basic  agricultural  com¬ 
modity”  and  authorize  the  imposition  of  a 
processing  tax  from  the  proceeds  of  which 
beet-  and  cane-sugar  growers  would  be  com¬ 
pensated  for  limiting  or  reducing  their 
crops.  The  second  would  permit  the  Secre¬ 
tary  of  Agriculture  to  license  refiners,  im¬ 
porters  and  handlers  of  sugar  so  as  to  en¬ 
force  compliance  with  the  quotas  to  be  im¬ 
posed  on  each  of  the  producing  areas.  Bills 
to  carry  these  recommendations  into  effect 
have  been  introduced  in  the  Senate  by  Sen¬ 
ator  Costigan  (S.  2732),  and  in  the  House 
by  Representative  Jones. 

In  his  message  the  President  acknowl¬ 
edged  that  one  school  of  thought  favors  the 
free  importation  of  sugar  on  the  ground  that 


the  tariff  of  2  cents  a  pound  costs  American 
consumers  more  than  1200,000,000  annually 
to  protect  a  domestic  beet-  and  cane-sugar 
crop  valued  at  only  160,000,000.  He  declared, 
however,  that  “we  ought  first  to  try  out  a 
system  of  quotas  with  the  three-fold  object  of 
keeping  down  the  price  of  sugar  to  consum¬ 
ers,  of  providing  for  the  retention  of  beet 
and  cane  farming  within  our  continental 
limits,  and  also  to  provide  against  further 
expansion  of  this  necessarily  expensive  in¬ 
dustry.” 

Under  the  administration  bills  introduced 
in  Congress,  the  Secretary  of  Agriculture 
would  have  considerable  latitude  in  deter¬ 
mining  from  time  to  time  the  quota  allot¬ 
ments  for  each  area.  He  would  be  authorized 
in  each  case  to  base  the  quota  on  the  amount 
supplied  the  American  market  during  any 
three-year  period  from  1925  to  1933  inclu¬ 
sive.  In  expressing  the  opinion  that  “the 
last  three  years  provide  on  the  whole  an 
equitable  base,”  the  President  sought  to  in-  ^ 
dicate  how  this  discretionary  power  would 
be  exercised.  He  suggested  the  quotas  which, 
with  some  “slight  adjustments,”  might  be 
imposed. 

To  judge  the  full  import  of  these  suggested 
quotas  they  should  be  compared,  as  in  the 
table  below,  with  the  quantities  marketed  in 
the  continental  United  States  during  the 
last  two  years,  and  with  the  maximum  and 
minimum  quotas  which  the  Secretary  of 
Agriculture  would  theoretically  be  empow¬ 
ered  to  impose  if  the  administration  bills  are 
passed  by  Congress: 


Amount 

supplied* 

Estimated 
production^ 
crop  year 

Quota* 
proposed 
by  the 

Discretionary  quota 
limits^  under 
administration  bills 

Producing  area 

19St 

19St 

19S3-19Si 

President 

Maximum  Minimum 

United  States 

Beet  Sugar . 

...  1,148 

1,351 

1,624 

1,450 

1,374  960 

Cane  Sugar . 

156 

259 

252 

260 

_ 2  _ 2 

U.  S.  Possessions 

Hawaii  . 

..  1,021 

992 

1,029 

935 

994  760 

Puerto  Rico  . 

894 

769 

981 

821 

821  577 

Philippines . 

..  1,040 

1,229 

1,568 

1,037 

1,029  468 

Virgin  Islands  . 

4.3 

4.6 

7.8 

5 

_ 2  _ 2 

Cuba  . 

..  1,807 

1,630 

2,593 

1,944 

3,905  1,948 

Total  . 

...  6,070.3 

6,234.6 

6,054.8 

6,452 

1.  Figures  are  In 

2.  The  Secretary 

thousands  of 
of  Agriculture 

short  tons. 

would  be  authorized  to  determine  without 

reference  to  any  three* 

year  period  the  quota 

for  any  area 

producing  less 

than  250,000 

long  tons  of 

sugar  during  the  next 

preceding  year. 

The  935,000-ton  quota  proposed  for 
Hawaii  is  slightly  less  than  the  amount  fur¬ 
nished  the  American  market  in  the  last  two 
years,  but  still  some  60,000  tons  larger  than 
the  annual  average  marketed  from  1927  to 
1931.^  The  Puerto  Rican  quota  of  821,000 
tons  is  considerably  larger  than  the  annual 
exports  to  the  United  States  from  1927  to 

1.  Cf.  “Sugar:  An  International  Problem,"  Foreign  Policv 
Reports,  September  27,  1933,  Uble,  p.  169. 


1931,  but  somewhat  less  than  the  record  ex¬ 
ports  of  894,000  tons  during  1932.  The 
Virgin  Islands  would  receive  a  small  quota 
almost  equivalent  to  its  average  exports  to 
the  United  States  over  the  past  few  years. 

The  quota  suggested  by  the  President  for 
the  Philippines  is  particularly  significant. 
Under  the  stimulus  of  tariff  protection, 
sugar  production  in  the  Islands  has  more 
than  doubled  in  the  last  seven  years.  The 
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record  crop  of  1,568,000  short  tons  estimated 
for  1933-1934  compares  with  a  production 
of  only  655,000  tons  in  1926-1927.  Sugar 
exports  to  the  United  States  constituted  32 
per  cent  of  the  total  value  of  Philippine  ex¬ 
ports  during  1929,  and  70  per  cent  in  1933. 
The  Hare-Hawes-Cutting  Act  proposed  to 
limit  annual  duty-free  imports  of  sugar  to 
850,000  long  tons  (about  952,000  short  tons) 
during  the  transitional  period  of  10  years 
prior  to  complete  independence.  Under  the 
arrangement  suggested  by  the  President, 
total  sugar  imports  would  be  restricted  to 
1,037,000  short  tons.  While  this  amount 
would  be  somewhat  less  than  the  record  fig¬ 
ure  of  1933,  the  Philippines  would  still  be 
able  to  send  to  the  United  States  about 
350,000  tons  more  than  they  exported  on  the 
average  from  1927  to  1931. 

As  shown  in  the  table,  the  Secretary  of 
Agriculture  might  ultimately  make  further 
reductions  in  the  quotas  tentatively  assigned 
to  the  insular  possessions  of  the  United 
States.  The  Secretary  would  have  the  au¬ 
thority,  however,  to  compensate  producers 
in  these  areas  from  the  proceeds  of  the 
processing  tax. 

Reduction  in  the  amounts  of  sugar  mar¬ 
keted  in  the  continental  United  States  by  pro¬ 
ducers  within  the  American  tariff  wall  would 
enable  Cuba  to  regain  at  least  part  of  the 
American  market  which  it  lost  owing  to  the 
rapid  expansion  of  production  in  the  United 
States  and  American  possessions  following 
the  tariff  legislation  of  1922  and  1930.  One 
of  the  declared  objects  of  the  President’s 
plan  is  to  “contribute  to  the  economic  re¬ 
habilitation  of  Cuba.’’  The  suggested  allot¬ 
ment  of  1,944,000  tons  is  244,000  tons  larger 
than  the  Cuban  quota  proposed  in  the  various 
marketing  plans  considered  during  August 
and  September  of  last  year,  and  considerably 
exceeds  the  amount  marketed  in  the  United 
States  during  1932  and  1933.  Last  year 
receipts  of  Cuban  sugar  were  only  1,630,000 
tons.  On  the  other  hand,  as  much  as  3,218,000 
tons  were  imported  from  Cuba  annually  from 
1927  to  1931.  A  number  of  experts,  therefore, 
believe  that  a  much  larger  quota  is  needed  to 
make  Cuba’s  basic  industry  prosperous  once 
more.  Others  contend  that  the  quota  is  ade¬ 
quate  or  that  it  represents  at  least  the  max¬ 
imum  concession  obtainable.  At  any  rate, 
the  Secretary  of  Agriculture  would  be  able, 
if  necessary,  to  increase  the  allotment  up  to 
a  maximum  of  no  less  than  3,905,000  short 
tons — the  average  amount  exported  to  the 
United  States  from  1925  to  1927  inclusive. 
Moreover,  in  his  message  the  President  held 
out  the  prospect  of  an  increase  in  the  Cuban 
tariff  preferential.  While  a  reduction  in  the 
tariff  on  Cuban  sugar  would  not  benefit  Cuba 
directly,  since  imports  would  in  any  event 
be  limited  to  the  quota,  it  might  ultimately 
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enable  Cuban  producers  to  obtain  higher 
prices  for  their  sugar. 

The  President  pledged  that  his  plan  would  1 
safeguard  the  interest  of  consumers.  The 
processing  tax  on  sugar  will  be  offset  by  an 
equivalent  reduction  in  the  tariff  duty.  Un-  ' 
der  paragraph  501  of  the  Smoot-Hawley 
Tariff  Act  of  1930,  the  President  is  author¬ 
ized  to  reduce  tariff  rates  by  as  much  as  50 
per  cent  whenever  the  Tariff  Commission 
finds  that  such  action  is  warranted  by  a  rel¬ 
ative  change  in  domestic  and  foreign  costs 
of  production.  The  Commission  is  known  to 
have  recommended  a  reduction  of  one-half 
cent  a  pound  in  the  present  sugar  duty. 

Another  interesting  feature  of  the  Presi¬ 
dent’s  recommendations  is  that,  unlike  the 
plans  previously  considered,  they  omit  any 
regulation  of  refined  sugar  imports.  This 
omission  is  presumably  dictated  by  the  con¬ 
viction  that  the  question  of  refined  sugar 
should  be  treated  on  its  own  merits,  rather 
than  in  connection  with  what  is  essentially 
an  agricultural  problem.  Domestic  sugar 
refiners,  however,  are  waging  a  determined 
campaign  for  the  inclusion  of  some  limita¬ 
tion  on  imports  of  refined  sugar  into  the 
United  States.  In  large  advertisements 
placed  in  leading  papers  they  have  pointed 
out  that  such  imports  have  increased  stead¬ 
ily  from  16,782  tons  in  1925  to  626,598  tons 
in  1933,  and  that  last  year  439,319  tons  were 
imported  from  Cuba  alone.  Although  the  re¬ 
finers  are  demanding  protection  against 
“tropical  labor,”  the  Tariff  Commission  in  a 
provisional  opinion  of  July  11,  1932  an¬ 
nounced  that  the  difference  between  domes¬ 
tic  and  foreign  costs  of  refining  was  not  such  ' 
as  to  justify  an  immediate  change  in  the 
tariff. 2  Moreover,  in  a  decision  handed  down 
in  United  States  District  Court  on  March  7, 
1934,  Judge  Julian  W.  Mack  found  the  re¬ 
finers  associated  in  the  Sugar  Institute  guilty 
of  monopolistic  practices  inimical  to  “the 
interests  of  distributors  and  consumers.”® 

The  adoption  of  the  quota  plan  will  pave 
the  way  for  American  participation  in  the 
international  sugar  conference  projected  by 
the  League  of  Nations.  Preliminary  discus¬ 
sions  for  this  conference  began  in  London 
on  March  5.  Its  purpose  will  be  to  extend 
and  make  more  effective  the  Chadboume 
Agreement  of  1931,  by  which  the  sugar  in¬ 
terests  in  practically  all  the  chief  sugar- 
producing  countries  except  the  United  States 
undertook  drastic  curtailment  of  production. 
The  State  Department  announced  on  Jan¬ 
uary  13  that  the  United  States  was  prepared 
to  participate  in  such  a  conference  as  soon 
as  the  administration  was  empowered  to 
carry  out  a  domestic  sugar  allotment  plan. 

John  C.  de  Wilde. 

2.  Ibid.,  p.  170.  The  final  findings  of  the  Commission  have 
not  yet  been  made  public. 

3.  A'ett)  York  Times,  March  8,  1934. 
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